The Australian labour market remained in a subdued state during 2014. Participation and employment rates fell, while unemployment and underemployment rates rose. Of the limited employment growth that did occur, most was in the part-time workforce and concentrated on prime-aged and older workers. After exhibiting serious weakness in 2013, the youth labour market deteriorated further in 2014. A rise in job vacancies was a sign of possible improvement, but employers' confidence has not yet recovered to nearly the extent necessary to end the labour market slowdown of recent years.
1.

Introduction
This article looks back at the state of the Australian labour market during 2014. The discussion covers changes in labour force participation, workforce composition, and earnings. As well as summarising the specific Australian trends, the article attempts to place these developments within the wider international context, through comparisons with data for the 34 member countries of the Organisation for Economic Cooperation and Development (OECD).
The Australian labour market remained in a subdued state during 2014, after showing signs of weakness for several years. Labour force participation and employment rates declined, while unemployment, long-term unemployment and underemployment rates increased. Of the limited employment growth that occurred, most has been in the parttime workforce, and yet prime-aged and older workers, rather than youths, have been the main beneficiaries of this improvement. The labour market for young Australians deteriorated further in 2014 from its already troubled state in 2013 (Healy, 2014) . One possibly encouraging development was a lift in the number of job vacancies, but the extent of this improvement was not enough to offset recent declines or to assist large numbers of the unemployed. Overall labour demand remains weak and there is a looming prospect of continuing weakness for much of 2015. These and other developments are discussed at greater length in the article.
Macroeconomic overview
Changes in aggregate economic performance provide a useful context for interpreting labour market outcomes. Table 1 Gross Domestic Product increasing (in real terms) by 2.5%. For the past 10 years, the economy has expanded by an average of 2.8% per year. By this measure, 2012 was an exceptionally strong year, while 2013 and 2014 were both marginally below average.
<Table 1 here>
Australia has maintained a consistently favourable performance when compared with the rest of the developed world. Many OECD countries remain mired in the aftermath of a severe recession and austerity policies that continue to undermine confidence and economic growth (and, in some cases, risk triggering a slide back into recession). The
Australian GDP and GDP per hour worked figures have easily outstripped the OECD average for the past three years. This is especially true of GDP per hour worked (the measure of labour productivity), which was revised upwards significantly for 2012
and 2013 in the most recent Australian National Accounts. 1 In terms of GDP per capita, however, which captures changes in average population living standards, Australia has been on par with (or slightly below) the OECD average for the past two years. Thus, while the Australian economy is currently more productive than others (relative to its size), this rising prosperity has been accompanied by stronger population growth, leading to smaller gains in the rate of output growth per head of population. Table 2 shows key performance statistics for the Australian labour market as a whole in the past three years, and compares these to the equivalent figures for the OECD.
Labour market conditions
The focus is on the working-age population (15-64 year olds). The Australian picture for 2014 is troubling; all of the indicators have moved in an unfavourable direction.
The participation rate (the proportion of the population in work or seeking work) fell, as did the total employment and full-time employment rates. Perhaps most concerning is that the unemployment rate climbed, even in the context of declining participation.
It is not unusual during recoveries for the unemployment rate to increase temporarily, because more people are entering the labour market and the process of matching these new entrants to the available jobs takes time. In Australia during 2014, however, the opposite has occurred: people have withdrawn from the labour force, but those that remain have not enjoyed better prospects. Jobs have become scarcer even though the competition for them has eased, suggesting continuing and widespread weakness in labour demand.
<Table 2 here>
Unfortunately, Table 2 shows that 2014 was not an isolated 'bad year' for the labour market, but the second consecutive year of worsening conditions. The unemployment rate rose by 0.4 percentage points in both 2013 and 2014. This represents a significant cumulative increase, and suggests that the current labour market slowdown may last for some time yet. By other measures, the rate of decline actually accelerated in 2014.
The overall employment rate (i.e. for both sexes) fell by 0.5 percentage points in 2014
(from 72.1% to 71.6%) compared with a 0.3 percentage point fall in 2013. The fulltime employment rate fell even more sharply, by 0.6 percentage points (from 51.1% to 50.5%). These are not promising signs that the labour market has 'turned a corner'
to begin a period of sustained improvement.
There are also gendered patterns to the results in Table 2 . The general picture is of a more serious malaise in the labour market for males than for females, but problems are apparent for both sexes. Employment rates have fallen and unemployment rates have risen consistently in the past two years, for both sexes. The unemployment rate is now slightly higher for females than for males, but the male rate has increased more rapidly in the past two years. The single largest change in the Australian figures is the steep recent decline in the male full-time employment rate. This rate fell by 0.9 percentage points in 2014 and has fallen by 1.5 percentage points over the past two years. Again, this represents a significant adverse change in a crucial part of the labour market. The vast majority of male employment in Australia is full-time (84% in 2014) and males hold 64% of all the full-time jobs. So a decline in male full-time employment is not only an individual labour market problem; it also hints at further social problems for families that depend on stable full-time earnings. The loss in male full-time employment has also been accompanied by female losses, but these are smaller in magnitude. An important gender difference in Table 2 is that the female labour force participation rate has been stable or even increasing slightly, unlike the receding male participation rate. As noted previously and elsewhere (Gong, 2011; Healy, 2014) , this may be partly an 'added-worker effect': females stepping up their participation in response to their male partners' diminished prospects.
How do these Australian developments compare with broader outcomes in the OECD countries? In the main, they are more favourable: the Australian unemployment rate has been 2-3 percentage points lower than the OECD's for each of the past three years. On the other hand, the direction of change for the OECD is more positive than for Australia. The unemployment rate is stable or falling for the OECD, and employment rates are generally rising. The 0.8 percentage point increase in the OECD male full-time employment rate is a stark contrast to the ailing male full-time employment situation in Australia. Overall, while the Australian labour market is undoubtedly in better health than the aggregate labour market of the OECD, recent developments have narrowed the gap to Australia's detriment.
The main story in the recent Australian labour market is one of growing 'slack' -an increase in the supply of available workers relative to the demand. In Table 3 The overall impression from Table 3 is that Australia faces a deepening labour force underutilisation problem. There is more unemployment, more of it is long-term, and more of those who have found work want additional hours. Both sexes have shared in these deepening problems, but not evenly. The unemployment and underemployment rates increased more rapidly for females in 2014, whereas the bulk of the increase in long-term unemployment has occurred among males. It is useful to contextualise these differences by estimating the potential 'volume' of additional working hours that each form of underutilisation represents for each sex. The volume of total hours sought by the unemployed is greater than that sought by the underemployed (by around 65%) and there are more unemployed males than females (by around 15%). It follows that fulfilling the working-time preferences of all the current unemployed and underemployed would result in a larger addition to hours worked by males than by females. Specifically, males would contribute 55% of the increase in hours worked.
Of course, these calculations say nothing about the relative difficulty that would be involved, in practice, in meeting the preferences of the various underutilised groups.
Employers may be more willing to accommodate the preferences of their existing underemployed workers (e.g., through more flexible work arrangements) than to hire from among the unemployed. Falling underemployment rates may thus be an early indicator of labour market improvement. While the present state of underutilisation persists, however, the skills and re-employment prospects of the growing numbers of long-term unemployed are dwindling. The lesson of previous downturns is that some, especially less-educated males, will become disheartened and leave the labour force permanently (Gregory, 2012) . Table 3 also highlights a further deterioration in the Australian youth labour market in 2014. The youth unemployment rate was already twice that of the whole labour force, and has risen steeply again this year. The long-term unemployment rate for youths has also shot up by several percentage points. To put these figures into perspective, 15-24 year old Australians accounted for 30% of the increase in total unemployment during 2014, and 41% of the increase in long-term unemployment. The effects of the current labour market downturn are thus felt strongly by young and inexperienced jobseekers.
Another difficult year has driven Australia's youth unemployment rate rapidly closer to the perilously high level already present for the OECD as a whole (also in Table 3 ).
Against a backdrop of increasing unemployment and forecasts of continuing problems during 2015 (RBA, 2014), the Australian Government made or proposed a number of important changes to labour market 'activation' policies for jobseekers. These policies seek to increase work participation and engagement through incentives for job search and job retention, and disincentives for prolonged welfare dependence. Some of the changes announced in 2014 were broadly focused, such as directing new jobseekers to different 'streams' of employment support according to assessed work readiness, and tightening 'mutual obligation' requirements for receiving income support (Australian Government, 2014b) . Other proposals were targeted specifically at young jobseekers, among which unemployment rates are acutely high (Table 3 ). In the 2014/15 Budget, the Government announced that jobseekers under 30 years of age and without prior work experience would serve a six-month waiting period for the Newstart Allowance.
The proposal failed to win the necessary support in the Parliament and remains stalled without having taken effect at the time of writing (Australian Government, 2014a).
The legislative impasse that some of the Government's policies have met, along with the prospects of a continuing slump in the labour market during 2015, mean that the unemployed will remain a focus of political and economic debates in the year ahead.
The Government will face further pressure to jettison or dilute those parts of its policy agenda that are seen as punitive to jobseekers and unlikely to assist job creation at a time of weak aggregate labour demand (The Conversation, 2014a).
One possibly encouraging sign in the recent Australian labour market is an increase in the total number of job vacancies, and the proportion of these vacancies being filled.
The direction of change in most of the vacancy indicators (Table 4) suggests some improvement in employers' propensity to hire new workers during 2014. The ABS measure of total vacancies rose by 4-5%, the Department of Employment's Internet
Vacancy Index (IVI) rose by 11-13%, and the proportion of vacancies filled rose from 70% to 73% overall (and from 76% to 81% for professional occupations).
<Table 4 here>
While these developments may be indicative of some labour market strengthening, their significance should not be overplayed. As seen in Table 4 , the recent increases in vacancy volumes have only partially reversed the decreases of previous years, and the numbers are not nearly at the levels that would be needed to bring many of the current unemployed back to work. Second, firms may be looking for attributes in new recruits that many current jobseekers do not possess. It is well known that recent decades have seen employment opportunities change in ways that advantage highly-skilled workers (see Wilkins and Wooden, 2014 , for a recent Australian review). It is also recognised that in slack labour market conditions, when labour is abundant, employers become more selective in their hiring; they look for attributes that would not be readily found at other times (Richardson, 2007) . Both effects suggest that new job vacancies may be taken by better-placed applicants, including workers moving between jobs, with fewer opportunities being created for inexperienced and disadvantaged jobseekers.
Employment changes in detail
We next examine changes in the composition of the Australian employee workforce. Table 5 shows estimates of employment change for the past three years, including the differences by sex, age group, working hours, and State/Territory. Changes are shown in terms of both numbers employed ('headcount') and hours worked, to adjust for Australia's high part-time employment rate. <Table 5 here>
After slowing for the two previous years, the rate of growth in the headcount measure of total employment fell further in 2014 (from 1.8% to 1.2%) and the growth in total hours worked was weaker still (0.6%). This suggests that much of the year's limited employment growth was due to part-time and short-hours jobs; this is borne out by the other figures in Table 5 . In sum: the shorter the working week, the stronger the employment growth during 2014. The Australian labour market added many new part-time jobs with less than 35 hours of work, but barely any new full-time jobs with 35 or more hours of work. The total number of jobs (and hours worked) fell sharply in the 50 hours or more range. The net effect of these changes was a reduction in the length of the average working week from 33.9 to 33.7 hours.
Part-time employment growth is normally beneficial to females and youths, as many of these workers have and prefer part-time work. The stronger employment result for females than for males in Table 5 is consistent with the overall shift from full-time to part-time employment that occurred during 2014. The more disappointing feature of Table 5 is that young people did not benefit to nearly the same extent from this shift.
While there was some increase in youth part-time employment, this was outweighed Table 11 ). This slowing in the uptake of apprenticeships can be expected to flow through into lower youth employment in trades occupations over the coming months and years (see Karmel and Oliver, 2011) . Graduate jobs and trades apprenticeships are thus underperforming in their usual role of providing entry points into the skilled workforce for Australian youth. These particular problems are both a symptom and a cause of the overall weakness in demand that has afflicted the Australian labour market in recent years, and that now threatens to extend into 2015.
The bottom panel of Table 5 shows marked differences in labour market outcomes for the States and Territories during 2014. On both employment measures, the Northern Territory had the strongest labour market and South Australia the weakest.
Employment growth outpaced the national average in the Northern Territory, Queensland and Western Australia, and (on an hours-worked basis only) in Tasmania.
The larger labour markets of the most-populous States performed less impressively.
Employment expanded modestly in New South Wales, but contracted on an hoursworked basis in Victoria (by -0.3%). The Victorian labour market has underperformed relative to the rest of Australia in each of the past three years, as a combination of manufacturing job losses and a service-sector downturn has weakened the State's economy.
Further evidence is available (but not shown in Table 5 
Earnings inequality and the minimum wage
This final section considers recent changes in employee remuneration, including the extent of earnings inequality and the level of the National Minimum Wage (NMW).
The growing disparities in employment documented earlier (and elsewhere) have also been playing out in the Australian wage structure. Figure 1 provides a broad summary of earnings growth trends for the past decade. The information is for full-time weekly earnings of male and female employees in their main job. faster than all other measures of wage and earnings growth. As with the labour market more generally, wage growth was subdued in 2014; this is seen most clearly from the Wage Price Index (WPI) data in Table 6 , which shows slowing growth year on year in the broadest (All industries) measure. 6 The 3.0% FWC increase therefore improved the relative incomes of the lowest-paid for the first time in several years. The Panel's goal of ensuring that award-reliant workers obtain a more equitable share of the gains from rising national productivity was achieved in 2014. The 3.0% increase was also enough to (temporarily) arrest the decline in the value of the NMW as a proportion of average weekly earnings (42.7% in 2014).
Conclusion
The Australian labour market has entered a difficult phase. Ongoing demographic and structural changes, the high Australian dollar, and a cyclical downturn in output and confidence, have seen the labour market deteriorating on several fronts. Participation and employment rates fell in 2014, while unemployment and underemployment rates rose. The encouragement offered by an increase in job vacancies was tempered by the continued rise in joblessness, particularly among youths in long-term unemployment.
The general labour market slowdown has also led to weaker wage growth; one upside of which is a modest improvement in the relative value of award minimum wages due to the 3.0% increase of the FWC. A risk is that the economic forecasts on which this decision was (partly) based will prove to be overly sanguine in the coming year. This prospect looks increasingly likely in light of the latest Australian National Accounts, which show a further slowing of GDP growth in the third quarter of 2014. The 'silver lining' for parts of the economy is the further fall in the value of the Australian dollar that followed this announcement (Janda, 2014) . Sources: ABS (2014f, 2014g); Australian Government (2014c . 
